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AGENDA TITLE:  

MEETING GATE: March 6 ,  1991 

PREPARED D Y :  Assistant C i t y  Ftar,aser 

Agreement f o r  Sa les  Tax A u d i t  and Information Services 

__ -- 

RECOMMENDED ACTION:  The City Council approve the attached agreement w i t h  
Hinderli ter,  Dellamas a n d  Associates f o r  sa les  t a x  a u d i t  
and  a d o p t  the attached resolution. 

BACKGROUND INFORMATION: There i s  the d i s t inc t  possibi l i ty  the City of L o d i  zay not 
be receiving i t s  f u l l  potential sales t a x  revenue. This i s  
not t o  say t h a t  commercial and industrial  establishments are 

a r e  n o t  properly collecting and reporting sales  and  use t a x .  

Sales t a x  revenues can be increased t h r o u g h  a system of m o n i t o r i n g ,  identifying a n d  
correcting "point of sa le"  allocation errors .  

For instance, a cornmercial out le t  may have multiple out le t s  b u t  a l l  sales go t h r o u g h  
one s tore  o r  corporate off ice  outside the City o f  Lodi a n d  t h e  sales tax, therefore, 
goes to the other c i ty .  A piace of business may be incorrectly identified as  being 
outside the C i t y  l imits when, i n  f a c t ,  i t  i s  i n  the Cit:y. T h r o u g h  cooperation with 
corporations, major equipment purchases can be made by the company direct  and then 
the use t a x  be p a i d  within the C i t y .  These are b u t  a few o f  the types of 
allocations the a u d i t  may uncover. 

I t  must be emphasized a n d  underscored th i s  i s  a n  audit  of the State  and  no t  the 
individual merchants. 

Over 100 c i t i e s  in California are using these services. Gie contacted three c i t i e s  
in northern California: Fremont, Livermore a n d  ?hir-tinez. All three reported 
increased sales t a x  revenues i n  excess of SlO0,OO per year. 

Hinderliter, De Llanas and Associates are S O  sure t h a t  there are p o i n t  o f  sales 
errors t h a t  they have written the contract t o  provide t h a t  payment o f  the fees be 
deferred until  such time as adequate new sales t a x  revenile, suff ic ient  t o  pay the 
fees, have been received by the City as a resu l t  o f  audit a n d  recovery performed by 
the contractor. 

THOMAS A. PETERSON -I.*- 

City Mnnagar 
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The cost  for this service i s  $500 per month plus 15% o f  a l l  new sales  o r  use t a x  
revenue received by the City. For instance,  i f  we were t o  receive 8100,000 i n  new 
money, our cost  would be $2i,OOO ($500 per m o n t h  f o r  12 months plus 15% o f  $100,000). 

The City Manager, Finance Director and myself met with M r .  de Llamas and were 
impressed with the company's low key, yet  comprehensive audi t  procedures. The way 
the contract  i s  written the City i s  a t  no r i sk  and  stands t o  gain s ignif icant  
amounts of new revenue. Me strongly urge the City Council zppt-ove this cigreement. 

In order fo r  the contractor t o  proceed, the Council must a l so  a d o p t  the attached 
resolution authorizing Hinderli ter,  de Llamas a n d  Associates t o  examine sales  t a x  
records of the City. 

FUNDING: None Required 

Respectfully submitted, 

JLG: hr 

Attachments 

M e r r y  L .  Glenn 
Assistarit C i t y  Manager 



A R E S O L U T I O N  OF THE LODI CITY C O U N C I L  
A U T H C 2 I Z I N G  ACCESS TO SALES A N D  USE TAX RECORDS ?URSUAMT TO 

R E V E N U E  P.NU TAXATION C O D E  SECTIOM 7056 

THE CITY COUI”IC1L O F  THE CITY O F - L O D I  I lE2EBY RESOLVES .4S FOLLO!*;’S: 

Sect ion I .  The following Ci ty  o f f i c i a l s  a r e  hereby au thor ized  t o  
rece ive  and review s a l e s  and use t a x  a l l o c a t i o n  i n f o m a t i o n  from the  
S t a t e  Board o f  Equal izat ion:  

C i t y  Manager: Thomas A .  Peterson 
Finance Of f i ce r :  Robert Yolm o r  hi; successor  
Ass i s t an t  Ci ty  Manager: J e r r y  L .  G l e n n  

Sect ion 2 .  The fol lowing independent con t r ac to r  f o r  t h e  City of 
L o d i  is  hereby a l s o  auihorized t o  rece ive  and review s a l e s  and USF tax 
da t a  received from the  S t a t e  Board of Equal izat ion:  

H i n d e r l i t e r ,  de Llamas & Associates:  Robert H i n d e r l i t e r ,  Pr inc ipa l  
Lloyd d e  Llamas, Pr inc ipa l  

Sect ion 3 .  The Ci ty  of tod i  hereby c e r t i f i e s  t h a t  H i n d e r l i t e r ,  
de Llanas & Associates:  

A .  Has a cu r ren t  c o n f i d e n t i a l i t y  c o n t r a c t  w i t h  the  C i t y  t o  
rece ive  s a l e s  and use t a x  r eco rds ;  a n d  

B. Is required by t h a t  c o n t r a c t  t o  d i s c ? o s e  information 
contained i n ,  o r  der ived froin, those s a l e s  and use tax  
records o n l y  t o  an  o f f i c e r  c r  employee o f  the C i ty  who i s  
authorized by t h i s  Resolution t o  examine the information;  
and 

C .  Is  prohib i ted  by t h a t  c o n t r a c t  from performic? consu l t ing  
se rv ice  f o r  a r e t a i l e r  duriny the term of t h a t  c o n t r a c t ;  and 

D. Is prohib i ted  by t h a t  c o n t a c t  from r e t a i n i n g  the 
infGrmation contained i n ,  qr d,?rived from those s a l e s  tax  
records ,  a f t e r  t h a t  c o n t r a c i  h a s  expired.  

Sect ion 4 .  Information obtained by examination o f  9oard o f  
records s h a l l  be used only f o r  purp3scs r e l a t e d  to  the c o l l e c t i o n  o f  
loca l  sales a n d  use taxes l ~ y  the  Board fo r  municipal revenue 
fo recas t ing  and vc:i f ica t i on .  

RESI) I39/TX TA. 02 J 



Sect ion  5 .  The C i t y  Clerk s h a l l  c e r t i f y  t o  the adopt ion  o f  t h i s  
Resolut ion and send f o r w a r d  a c e r t i f i e d  copy t o :  

S t a t e  Board o f  E q u a l i z a t i o n  
2014 “ T ”  Street ,  S u i  tc 220 
Sacranento ,  CC 95814 
A t t e n t i o n :  Jiin Munekawa 

. -. 

Mayor 
ATTEST: 

Ci ty Clerk 

Dated: March 6 ,  1991 

I hereby c e r t i f y  t h a t  Resolution No. 91-39 was passed and 
adopted by the  Lod i  C i t y  Council i n  a r e g u l a r  meeting he ld  March 6 ,  
1991 by the fo l lowing  vote :  

Aye; : Council Members - Pennino, P inker ton ,  Sieglock, Snider  
and  Hinchman (Mayor) 

Noes : Council Members - None 

Absent: Council Members - h‘one 

J&u ;3i $ I L L L I  
Alice M. Reirnche 
Ci ty  Clerk 
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C I T Y  O F  L O D I  

March 11, 1991 

Sta te  Board o f  E q u a l i z a t i o n  
At tent ic tn :  Jim Munekawa 
2014 "T" S t r e e t  
Sacramento, CA 95814 

Dear Hr ,  Munekawa: 

Enclosed please f i n d  c e r t i f i e d  copy of Reso lu t ion  No. 91-39 e n t i t l e d ,  
" A  Reso l l i t ion  o f  the Lodi  City Counci l  A u t h o r i z i n g  Access t o  Sales and 
Use Tax Records Pursuant t o  Revenue and Taxat ion  Code Sect ion  7056" 
which was adopted by the Lod i  City Counci l  a t  i t s  r e g u l a r  nieeting o f  
March 6, 1991. 

Should you have any quest ions regard ing  t h i s  m a t t e r ,  please do n o t  
h e s i t a t e  t o  c a l l  t h i s  o f f i c e .  

Very t r u l y  yours, 


